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ABSTRACT 
The purpose of this study is to investigate the factors affecting an internal audit effectiveness (IAE) 
in the Libyan commercial banks. Therefore, this study employed a quantitative method through 
convenience sampling survey. To achieve objectives of the study, questionnaires were distributed 
online to 113 Libyan commercial banks. Eighty questionnaires were retrieved back from the 
internal auditors in the banks at the response rate of 70.8%. The data was analyzed through 
Statistical Package for Social Sciences (SPSS). The result showed direct relation effects of 
management support, organizational independence of internal auditors, competence of internal 
auditors and audit experience with the IAE within the Libyan commercial banks. According to the 
regression output, management support has significant and positive contribution for the IAE, while 
the other three variables: the organizational independence of internal auditors, competence of 
internal auditors and audit experience have shown positive relation with the IAE, however their 
contribution for the IAE are statistically insignificance. The whole four independent variables 
provide 52.8% of the contributions for IAE in the Libyan commercial banks. The variables have 
collective significance in identifying any non-compliance activities and could also add values for 
the IAE in the Libyan commercial banks. 
 
Key Words: Internal Audit; Libyan commercial banks; internal audit effectiveness; determinants 
of internal audit effectiveness. 
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ABSTRAK 
Audit dalaman telah menjadi satu fungsi yang penting dan diperlukan dalam sesebuah organisasi 
bagi melindungi aset dan mencapai matlamat mereka. Tujuan kajian ini adalah untuk mengkaji 
faktor yang mempengaruhi keberkesanan audit dalaman (IAE) di bank-bank perdagangan Libya. 
kajian ini menggunakan kaedah kuantitatif melalui kajian persampelan mudah. Bagi mencapai 
objektif kajian ini, soal selidik telah diedarkan ke 113 bank-bank perdagangan di Libya. Lapan 
puluh soal selidik telah diambil kembali daripada juruaudit dalaman di bank-bank pada kadar 
respons 70.8%. Data dianalisis melalui Pakej Statistik untuk Sains Sosial (SPSS). Hasil kajian 
menunjukkan terdapat hubungan secara langsung di antara sokongan pengurusan, kebebasan 
organisasi juruaudit dalaman, kecekapan juruaudit dalaman dan pengalaman audit dengan 
keberkesanan audit dalaman di bank perdagangan Libya. Hasil output regresi menunjukkan 
sokongan pengurusan memberikan kesan yang signifikan dan positif dalam keberkesanan audit 
dalaman di sektor awam manakala tiga pemboleh ubah lain: organisasi bebas juruaudit dalaman, 
kecekapan juruaudit dalaman dan pengalaman audit telah menunjukkan hubungan positif dengan 
IAE bagaimanapun, sumbangan mereka untuk IAE adalah tidak significant secara statistik. 
Seluruh empat pembolehubah bebas menyediakan 52.8% daripada sumbangan untuk 
keberkesanan audit dalaman di pejabat-pejabat sektor awam. Pembolehubah yang terkandung 
mempunyai kepentingan kolektif dalam mengenal pasti apa-apa aktiviti tidak patuh dan juga boleh 
menambah nilai untuk IAE di bank-bank perdagangan Libya. Secara keseluruhannya empat 
pemboleh ubah bebas tersebut telah menyumbang 52.8% kepada keberkesanan audit dalaman di 
pejabat-pejabat sektor awam.  
Kata Kunci: Audit dalaman; Bank perdagangan Libya; keberkesanan audit dalaman; penentu 
keberkesanan audit dalaman. 
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CHAPTER ONE 
INTRODUCTION 
1.1 Background of the Study 
The professional practice of Internal Audit (IA) was initiated in 1941 in USA. The early Internal 
Audit or in 1950, the professionals only focused on financial audit which was far away from 
financial statement. In the recent years the organizations were being declared bankrupt due to an 
increase number of accounting scandals that solely focuses only on financial audit. Afterwards, 
the IA function has received a great deal of attention as it had been playing an important 
contributing role in effective and quality financial reporting and corporate governance practice 
(Prawitt, Smith, & Wood, 2009). In spite of the importance of IA effectiveness, there has been 
very limited research carried out that concentration on the  problem of Internal effectiveness and 
the diverse method used to explore the Internal Audit effectiveness (Al-Twaijry, Brierley, & 
Gwilliam, 2003). Therefore, it is appropriate that the factors that influence the effectiveness of IA 
should be identified as effective IA as it will leads to the improvement in the operations within an 
organization. 
Since 1941, the development and enhancement in the professional  structure of internal audit is 
due to the Institute of Internal Audit that played an important role (Yee, Sujan, James, & Leung, 
2008). Furthermore, Internal Audit (IA) has played a critical role within organization and the 
professional standards of internal auditing are not widely applied in Libya as well as the Institute 
of Internal Auditors  does not exist in Libya (Abuazza, Mihret, James, Best, & Martinov-Bennie, 
2015). 
The contents of 
the thesis is for 
internal user 
only 
65 
 
References 
Abu-Azza, Wahid. (2012). Perceived effectiveness of the internal audit function in Libya: a 
qualitative study using institutional and Marxist theories. University of Southern 
Queensland.    
Abuazza, Wahid Omar, Mihret, Dessalegn Getie, James, Kieran, Best, Peter, & Martinov-Bennie, 
Nonna. (2015). The perceived scope of internal audit function in Libyan public enterprises. 
Managerial Auditing Journal, 30(6/7).  
Abushaiba, Ibrahim Ali, & Zainuddin, Yuserrie. (2012). Performance measurement system design, 
competitive capability, and performance consequences-a conceptual like. International 
Journal of Business and Social Science, 3(11), 184-193.  
Ahmad, Nassr S, & Gao, Simon S. (2004). Changes, problems and challenges of accounting 
education in Libya. Accounting Education, 13(3), 365-390.  
Al-Arbah, SA. (1985). The Banking System in Socialist People’s Libyan Arab Jamahiriya. The 
Institute of Banking Business and Management Publishing, Al-Dar Arabia for 
Cyclopaedia, Beirut.  
Al-Twaijry, Abdulrahman AM, Brierley, John A, & Gwilliam, David R. (2003). The development 
of internal audit in Saudi Arabia: an institutional theory perspective. Critical Perspectives 
on Accounting, 14(5), 507-531.  
Alzeban, Abdulaziz, & Gwilliam, David. (2014). Factors affecting the internal audit effectiveness: 
A survey of the Saudi public sector. Journal of International Accounting, Auditing and 
Taxation, 23(2), 74-86.  
Anderson, Urton, & Dahle, Andrew J. (2006). Implementing the professional practices framework: 
Institute of Internal Auditors. 
Anuntaakalakul, A. (2010). The achievement in risk management and governance of public sector 
organizations in Thailand: The Empirical Evidence of Internal Auditing efforts. Paper 
presented at the EABR & ETLC Conference Proceedings Dublin, Ireland. 
66 
 
Arena, Marika, Arnaboldi, Michela, & Azzone, Giovanni. (2006). Internal audit in Italian 
organizations: A multiple case study. Managerial Auditing Journal, 21(3), 275-292.  
Badara, MAS, & Saidin, Siti Zabedah. (2014). Empirical evidence of antecedents of internal audit 
effectiveness from Nigerian perspective. Middle-East Journal of Scientific Research, 
19(4), 460-469.  
Badara, Mu’azu Saidu, & Saidin, Siti Zabedah. (2014). Empirical Evidence of the Moderating 
Effect of Effective Audit Committee on Audit Experience in the Public Sector: Perception 
of Internal Auditors. Mediterranean Journal of Social Sciences, 5(10), 176.  
Balnaves, Mark, & Caputi, Peter. (2001). Introduction to quantitative research methods: An 
investigative approach: Sage. 
Bierstaker, James L, Burnaby, Priscilla, & Thibodeau, Jay. (2001). The impact of information 
technology on the audit process: an assessment of the state of the art and implications for 
the future. Managerial Auditing Journal, 16(3), 159-164.  
Boyle, Edmund J. (1993). A framework for the modern internal audit function. Advances in 
Management Accounting, 2, 227-254.  
Burnaby, Priscilla A, Cooper, BJ, Leung, P, Dellaportas, S, Abdolmohammadi, Mohammad, Hass, 
Susan, . . . Allegrini, Marco. (2009). Usage of Internal Auditing Standards by companies 
in the United States and select European countries. Managerial Auditing Journal, 24(9), 
835-860.  
Burnaby, Priscilla A, & Klein, Lawrence. (2000). Internal auditors' changing roles. INTERNAL 
AUDITING-BOSTON-WARREN GORHAM AND LAMONT INCORPORATED-, 15(3), 
15-24.  
Central Bank of Libya (2001) Economic Bulletin41, First Quarter. 
Central Bank of Libya (2004) Annual Report No. 47 (2003). Tripoli Musrath Al-Ezdihar Printing.  
67 
 
Christopher, Joe, Leung, Philomena, & Sarens, Gerrit. (2007). An exploratory study on internal 
audit independence in Australia. The Accounting and finance association of Australia and 
New Zealand.  
Chung, Janne, & Monroe, Gary. (2000). The effects of experience and task difficulty on accuracy 
and confidence assessments of auditors. Accounting & Finance, 40(2), 135-151.  
Coakes, Sheridan J, & Steed, Lyndall. (2009). SPSS: Analysis without anguish using SPSS version 
14.0 for Windows: John Wiley & Sons, Inc. 
Cohen, Aaron, & Sayag, Gabriel. (2010). The effectiveness of internal auditing: an empirical 
examination of its determinants in Israeli organisations. Australian Accounting Review, 
20(3), 296-307.  
Cronbach, Lee J. (1951). Coefficient alpha and the internal structure of tests. psychometrika, 16(3), 
297-334.  
Diamond, Jack. (2002). The role of internal audit in government financial management: an 
international perspective: International Monetary Fund. 
Dittenhofer, Mort. (2001). Internal auditing effectiveness: an expansion of present methods. 
Managerial Auditing Journal, 16(8), 443-450.  
Drazin, Robert, & Van de Ven, Andrew H. (1985). Alternative forms of fit in contingency theory. 
Administrative science quarterly, 514-539.  
Engle, Terry J. (1999). Managing External Auditor Relationships: Capitalizing on the common 
ground between internal and external auditing standards can create mutual benefits for 
auditors in both camps. Internal Auditor, 56, 65-69.  
Faraj, Shamsaddeen, & El-Firjani, Essa. (2014). Challenges Facing IASs/IFRS Implementation by 
Libyan Listed Companies. Universal Journal of Accounting and Finance, 2(3), 57-63.  
Field, Andy. (2009). Discovering statistics using SPSS: Sage publications. 
Flesher, Dale L, & Zanzig, Jeffrey S. (2000). Management accountants express a desire for change 
in the functioning of internal auditing. Managerial Auditing Journal, 15(7), 331-337.  
68 
 
Fu, Honglin, Tan, Hun-Tong, & Zhang, Jixun. (2011). Effect of auditor negotiation experience 
and client negotiating style on auditors' judgments in an auditor-client negotiation context. 
Auditing: A Journal of Practice & Theory, 30(3), 225-237.  
Gaballa, Azza SM, & Ning, Zhou. (2011). An analytical study of the effects of experience on the 
performance of the external auditor. Paper presented at the International Conference on 
Business and Economics Research. 
Gay, G., & Simnett, R. . (2007). Auditing and Assurance Services in Australia, Revised 3rd 
Edition. Sydney: McGraw-Hill Australia.  
Gendron, Yves, & Bédard, Jean. (2006). On the constitution of audit committee effectiveness. 
Accounting, Organizations and Society, 31(3), 211-239.  
George, Drogalas, Theofanis, Karagiorgos, & Konstantinos, Arampatzis. (2015). Factors 
associated with Internal Audit Effectiveness: Evidence from Greece. Journal of 
Accounting and Taxation, 7(7), 113-122.  
Getie Mihret, Dessalegn, James, Kieran, & Mula, Joseph M. (2010). Antecedents and 
organisational performance implications of internal audit effectiveness: some propositions 
and research agenda. Pacific Accounting Review, 22(3), 224-252.  
Getie Mihret, Dessalegn, & Wondim Yismaw, Aderajew. (2007). Internal audit effectiveness: an 
Ethiopian public sector case study. Managerial Auditing Journal, 22(5), 470-484.  
Getie Mihret, Dessalegn, & Zemenu Woldeyohannis, Getachew. (2008). Value-added role of 
internal audit: an Ethiopian case study. Managerial Auditing Journal, 23(6), 567-595.  
Gramling, Audrey A, Maletta, Mario J, Schneider, Arnold, & Church, Bryan K. (2004). The role 
of the internal audit function in corporate governance: A synthesis of the extant internal 
auditing literature and directions for future research. Journal of Accounting Literature, 
23(1), 194-244.  
Gramling, Audrey A, & Myers, Patricia M. (1997). Practitioners' and users' perceptions of the 
benefits of certification of internal auditors. Accounting Horizons, 11(1), 39.  
69 
 
Hailemariam, Shewamene. (2014). Determinants of internal audit effectiveness in the public 
sector, case study in selected Ethiopian public sector offices. Jimma University.    
Hair, Joe F, Sarstedt, Marko, Ringle, Christian M, & Mena, Jeannette A. (2012). An assessment 
of the use of partial least squares structural equation modeling in marketing research. 
Journal of the Academy of Marketing Science, 40(3), 414-433.  
Haniffa, Rozaini Mohd, & Cooke, Terry E. (2002). Culture, corporate governance and disclosure 
in Malaysian corporations. Abacus, 38(3), 317-349.  
Hanim Fadzil, Faudziah, Haron, Hasnah, & Jantan, Muhamad. (2005). Internal auditing practices 
and internal control system. Managerial Auditing Journal, 20(8), 844-866.  
Heo, Jaeho, & Han, Ingoo. (2003). Performance measure of information systems (IS) in evolving 
computing environments: an empirical investigation. Information & Management, 40(4), 
243-256.  
Hutchinson, Marion Ruth, & Zain, Mazlina Mat. (2009). Internal audit quality, audit committee 
independence, growth opportunities and firm performance. Corporate Ownership and 
Control, 7(2), 50-63.  
IIA. (2001). Standards  for  the  Professional  Practice  of  Internal Auditing (SPPIA): Audit 
Tools/NewIIAStandards.htm.  
IIA. (2004). The Professional Practices Framework, The Institute of Internal Auditors Research 
Foundation, Altamonte Springs, FL.  
IIA. (2010). Measuring internal audit effectiveness and efficiency. IPPF- Practice guide. . The 
Institute of Internal Auditors.  
IIA. (2012). International standards for the professional practice of internal auditing: Institute of 
Internal Auditors South Africa. 
 
 
70 
 
Intakhan, Phaithun, & Ussahawanitchakit, Phapruke. (2010). Roles of audit experience and ethical 
reasoning in audit professionalism and audit effectiveness through a moderator of 
stakeholder pressure: An empirical study of tax auditors in Thailand. Journal of Academy 
of Business and Economics, 10(5), 1-15.  
Knapp, Carol A, & Knapp, Michael C. (2001). The effects of experience and explicit fraud risk 
assessment in detecting fraud with analytical procedures. Accounting, Organizations and 
Society, 26(1), 25-37.  
Leung, Philomena, Cooper, Barry J, Hass, Susan, Abdolmohammadi, Mohammad J, & Burnaby, 
Priscilla. (2006). The Americas literature review on internal auditing. Managerial Auditing 
Journal, 21(8), 835-844.  
Libya, Central Bank of. (2001). Economic Bulletin 41, First Quarter. .  
Libyan-Government. (1996). Establishment and Organization of the General People's Committee 
for  Financial Audit, Law No. 11 of 1996, Tripoli, (In Arabic). 
Lind, Douglas A, Marchal, William G, & Wathen, Samuel A. (2013). Basic Statistics for Business 
and Economics    
Litwin, Mark S. (1995). How to measure survey reliability and validity (Vol. 7): Sage Publications. 
Ljubisavljević, Snežana, & Jovanović, Dejan. (2011). Empirical research on the internal audit 
position of companies in Serbia. Economic annals, 56(191), 123-141.  
Luxford, K. (2005). Libya beats a path to foreign bankers,’ Euromoney 36 (437). 262–265.  
Masoud, AM, & Al-Shrif, B. (2002). The Libyan commercial banks: the development and 
activation. Journal of Arab Banks Union, 259, 81-88.  
Masoud, Najeb. (2014). Libya’s IAS/IFRS Adoption and Accounting Quality: What Lessons from 
the European Union Experience. International Journal of Accounting and Financial 
Reporting, 4(1), Pages 118-141.  
McNamee, David, & McNamee, Thomas. (1995). The transformation of internal auditing. 
Managerial Auditing Journal, 10(2), 34-37.  
71 
 
Mihret, Dessalegn Getie. (2010). Antecedents and organizational performance implication of 
internal audit effectiveness: Evidence from Ethiopia. University of Southern Queensland.    
Mizrahi, Shlomo, & Ness‐Weisman, Idit. (2007). Evaluating the effectiveness of auditing in local 
municipalities using analytic hierarchy process (AHP): A general model and the Israeli 
example. International Journal of Auditing, 11(3), 187-210.  
Müller-Peters, A, Kern, O, & Geißler, H. (2001). Die Wirkungsweise unterschiedlicher 
Incentivierungssysteme auf Rekrutierungserfolg und Stichprobenqualität [The effect of 
incentives on recruitment and sample quality]. Paper presented at the German Online 
Research conference, Göttingen, Germany. 
O'Donnell, Ed. (2002). Evidence of an association between error-specific experience and auditor 
performance during analytical procedures. Behavioral research in Accounting, 14(1), 179-
195.  
Paape, Leen. (2007). Corporate governance: The impact on the role, position, and scope of 
services of the internal audit function: Erasmus Research Institute of Management (ERIM). 
Pallant, Julie. (2007). SPSS survival manual, 3rd. Edition. McGrath Hill.  
Pallant, Julie. (2013). SPSS survival manual: McGraw-Hill Education (UK). 
Prawitt, Douglas F, Smith, Jason L, & Wood, David A. (2009). Internal audit quality and earnings 
management. The Accounting Review, 84(4), 1255-1280.  
Pungas, Krisi. (2003). Risk assessment as part of internal auditing in the government institutions 
of the Estonian Republic. EBS REVIEW, 42.  
Roth, James. (2002). Adding value: Seven roads to success: Institute of Internal Auditors Research 
Foundation. 
Sakour, Abdelwahab Sassi, & Laila, Nur Hidayah Binti. (2015). Internal Audit Effectiveness in 
Libyan Public Enterprises: An Approach to the Development of a Theoretical Framework. 
Global Business & Management Research, 7(2).  
72 
 
Sarens, Gerrit, & De Beelde, Ignace. (2006). The relationship between internal audit and senior 
management: a qualitative analysis of expectations and perceptions. International Journal 
of Auditing, 10(3), 219-241.  
Sekaran, Uma. (2003). Research Methods for Business, a Skill Building Approach 4th edition. 
Wiley, New York. John Wiley and Sons Inc., New York.  
Sekaran, Uma, & Roger, Bougie. (2010). Research methods for business: A skill building 
approach. John Wiley and Sons Inc., New York.  
Stewart, Jenny, & Subramaniam, Nava. (2010). Internal audit independence and objectivity: 
emerging research opportunities. Managerial auditing journal, 25(4), 328-360.  
Umanath, Narayan S. (2003). The concept of contingency beyond “It depends”: illustrations from 
IS research stream. Information & Management, 40(6), 551-562.  
Unegbu, Angus Okechukwu, & Kida, Mohammed Isa. (2011). Effectiveness of internal audit as 
instrument of improving public Sector management. Journal of emerging trends in 
economics and management sciences, 2(4), 304-309.  
Walker, Paul Lynn, Shenkir, William G, & Barton, Thomas L. (2002). Enterprise risk 
management: pulling it all together: Institute of Internal Auditors Research Foundation. 
Wang, Yanyan, Yu, Lisheng, Zhang, Zhenyu, & Zhao, Yuping. (2012). Engaging audit partner 
experience and audit quality. Paper presented at the AAA conference. 
Yee, Cassandra SL, Sujan, Ahmad, James, Kieran, & Leung, Jenny KS. (2008). Perceptions of 
Singaporean internal audit customers regarding the role and effectiveness of internal audit. 
Asian Journal of Business and Accounting, 1(2).  
Zain, Mazlina Mat, Subramaniam, Nava, & Stewart, Jenny. (2006). Internal auditors’ assessment 
of their contribution to financial statement audits: The relation with audit committee and 
internal audit function characteristics. International Journal of Auditing, 10(1), 1-18.  
73 
 
Zakari, Mohamed Abulgasem. (2014). Challenges of International Financial Reporting Standards 
(IFRS) Adoption in Libya. International Journal of Accounting and Financial Reporting, 
ISSN, 2162-3082.  
 
 
  
